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ON VANCOUVER ISLAND, THE COMP: 
OPERATES SIX STORES UNDER THE 
NAME OF STEWART & HUDSON. 


IN THE OKANAGAN VALLEY, REVELS | 


OPERATES 3 STORES UNDER THE 
NAMES OF KELOWNA, RUTLAND AND 
PENTICTON BUILDING SUPPLIES. 


KE 


WHAT IS REVELSTOKE 


The Company started business with a saw- 
mill in Revelstoke, British Columbia in 1903. 
Revelstoke opened its first retail lumber yard 
on the prairies in 1906 to provide an outlet for 
its mill products. The Company subsequently 
built up a large network of lumber yards 
throughout the prairie provinces over the next 
25 years. To ensure an adequate supply of 
lumber for these retail outlets, Revelstoke 
acquired and built additional lumber mills in 
Alberta and British Columbia. 

The Company moved its Head Office in 1912 
from Revelstoke to Calgary, Alberta. In 1952 
Revelstoke entered the concrete business in 
order to offer a more complete range of building 
materials to its customers. The name of the 
Company was changed in 1972 from Revelstoke 
Building Materials Limited to Revelstoke 
Companies Ltd. 

Today Revelstoke’s most significant business 
consists of 109 stores located throughout 
Western Canada, serving primarily retail 
customers as well as tradesmen and builders. 
These stores are referred to as ‘‘home 
improvement centres” as each one represents 
a combination hardware store, lumber yard, 
home decorating centre, building material 
dealer, carpet store and supplier of electrical, 
plumbing and heating equipment. In essence, 
what were once lumber yards have now evolved 
into stores offering one stop shopping for 
customers wishing to complete any type of 
home building, decorating or repair project. 


Revelstoke is also in the business of 
producing redi-mix concrete with 19 plants in 
Alberta, Saskatchewan and British Columbia, 
and in the lumber manufacturing business with 
three mills in Alberta and one mill in British 
Columbia. The principal customers of the 
concrete plants are builders, government 
agencies, homeowners and farmers. While a 
majority of the lumber produced by the mills is 
either sold in Canada or exported to the United 
States, the mills also serve as a major source 
of supply for the Company’s own stores. 

Revelstoke’s management is committed to 
having the best managed company of its size 
and kind in Canada, to serving and satisfying an 
ever increasing number of customers, and to 
achieving aconsistent increase in the earnings 
of the Company and a satisfactory return on 
our Shareholders’ equity. It is hoped that 
Revelstoke’s customers, suppliers, employees 
and shareholders will all share in the benefits of 
having the Company realize these goals. 

The cover of this year’s Annual Report was 
designed to highlight the fact that more than 
anything else Revelstoke’s success and future 
growth depend upon the capability of all of the 
men and women associated with the Company. 
Keeping these individuals enthusiastic, highly 
motivated and dedicated to giving customers 
the best possible service constitutes 
management’s most important day to day task. 


WHAT ARE THE COMPANY’S OBJECTIVES 


e To serve and satisfy an increasing number of 
customers. 


e To provide the men and women in our 
Company with the opportunity for advance- 
ment and increased personal satisfaction. 


¢ To demonstrate entrepreneurship, leadership 
and high standards throughout the Company. 


e To participate in markets which experience 
above average growth. 


¢ To monitor closely competitive market 
conditions. 
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¢ To keep our manner of doing business simple 
and economical. 


e To Strive for excellence as opposed to 
imitating others and accepting how things 
were done in the past without question. 


e To increase earnings per share and achieve an 
acceptable return on shareholders’ equity. 


¢ To support community affairs where we are 
located on a basis consistent with the size of 
our Company. 


¢ To have fun. 
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1975 AT A GLANCE 


FOR THE YEAR ENDED DECEMBER 31 


TOTAL DOLLARS: 
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PERFORMANCE MEASUREMENTS: 
Asset Turnover 
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Return on Sales 
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Return on Assets 
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Leverage Factor 
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Return on Shareholders’ Equity 
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Change 
1975 - 1974 
+ 16.1% 
— 2.9% 
— 10.7% 
+ 3.9% 
— 7.6% 
+ 1% 
+ 15.1% 
+ 15.4% 
+ 3.3% 
+ 4.2% 
— 8.3% 
+ 4.0% 


1975 1974 
$93,304,451 $80,343,318 
$ 4,701,058 $ 4,842,936 


$ 2,129,849 
$ 2,530,973 
379,01 17197 
$ 383,953 
$ 2,022,413 
$ 2,747,149 


=) 5.0996 
x 2.48 


= 12.62% 


$ 2,384,540 
$ 2,435,119 
$ 3,907,694 
362,703 
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= 5.59% 


x 2.40 


= 13.43% 


Earnings per share are calculated after deducting preferred dividends and are based on the weighted 
average number of shares outstanding during the year. Capital expenditures are less the proceeds of 


assets disposed of during the year. 


Performance measurements are calculated using the asset and shareholders’ equity balances as at the 


beginning of each year. 


PRESIDENT’S REPORT 


“IN 1975 THE COMPANY MADE MORE 
PROGRESS IN SALES THAN EARNINGS” 


1975 HIGHLIGHTS 


e Total sales increased 16.1% to $93,304,000 
compared with $80,343,000 in 1974. 


e Earnings were $2,531,000 or $1.25 per share 
compared with $2,435,000 or $1.21 per share in 
1974. 


¢ Dividends were $0.20 per common share in both 
1975 and 1974. 


¢ Gains on the sale of fixed assets totaled approxi- 
mately the same amount in 1975 as 1974. 


e The Company raised $7,300,000 through a private 
placement underwriting of debentures in July 1975. 


e The Company expanded its retail business in 
British Columbia with the acquisition of Eccott 
Building Supplies Ltd. in November 1975. 


REVIEW OF 1975 


Sales in both the Retail and Concrete Divisions 
increased in 1975 but earnings were held down by a 
squeeze in net margins stemming from higher 
operating costs and lower than expected gross 
margins. While management was disappointed in 
the earnings of the Retail Division, the results of 
the individual stores have been carefully analyzed 
and those areas requiring corrective action have been 
identified. Earnings in the Concrete Division were in 
excess of 1974. 

As anticipated, the Lumber Division had an 
operating loss of $1,737,000 in 1975 compared with 
$1,632,000 in 1974. While most of this loss can be 
attributed to the low level of lumber prices, the start- 
up expenses associated with commencing 
production at the Sundre sawmill, rebuilt after being 
destroyed by fire in 1974, were another contributing 
factor. 

Revelstoke’s Retail Division again accounted for 
the majority of earnings and increased its proportion 
of the Company’s total sales to 74.9% in 1975. The 
Concrete and Lumber Divisions accounted for 20.6% 
and 4.5% of Revelstoke’s total sales respectively. 

Subsequent sections of this Annual Report 
contain the operating and financial highlights of each 
of the three Divisions during 1975. These sections 
also include a series of the questions most frequently 
asked by shareholders and financial analysts 
concerning the Company’s three Divisions together 
with management's answers to these questions. It is 
hoped that these questions and answers will 
contribute to a greater understanding of Revelstoke’s 
fundamental business. 


OUR PEOPLE 


Management is fully aware that Revelstoke’s 
success Is directly related to the degree of motivation, 
skill and enthusiasm exhibited by the men and 
women working throughout the Company. If we are 
to achieve Revelstoke’s objectives, we must attract 
the highest quality of individuals to our business and 
provide them with challenge and proper training 
programs. 

We realize that people today are interested in having 
more than “‘just a job” and that it is essential to instill 
a spirit of partnership between Revelstoke’s 
employees and shareholders. To this end we emphasize 
a highly personal style of management, encourage 
decision making at all levels and attempt to promote 
from within the Company. 

Since 1973 Revelstoke has offered its salaried 
employees the opportunity to participate in an 
Employee Savings and Stock Purchase Plan whereby 
for every $2 contributed by the employees to the 
purchase of our common shares, the Company 
contributes $1. This plan is designed to encourage as 


many employees as possible to become shareholders 
of Revelstoke. In 1975 approximately 50% of all 
eligible salaried employees belonged to the plan. 

At the end of 1975, Revelstoke’s management was 
strengthened by the appointment of Gordon D. 
Roberts to the newly formed position of Vice 
President Administration responsible for the 
Company's accounting, data processing and general 
administration functions. 


FINANCIAL POSITION 


In 1975 the Company's total assets increased to 
$62,081,000 compared with $49,692,000 at the end 
of the prior year. During 1975 inventories and 
accounts receivable both rose to higher levels, 
generally reflecting the increase in the Company’s 
overall volume of business. Shareholders’ equity also 
increased in 1975 to $22,134,000 compared with 
$20,054,000 at the end of 1974. 

On July 31, 1975 the Company successfully 
completed a private placement underwriting for 
$7,300,000 consisting of $6,300,000 fifteen year 
11-5/8% sinking fund debentures and $1,000,000 
five year 10% serial debentures. The proceeds of 
this financing were used to repay existing term bank 
borrowings and to reduce Revelstoke’s short-term 
indebtedness. The Company's working capital 
position was thereby improved and at the end of 
1975 amounted to $16,126,000 compared with 
$10,131,000 a year earlier. 

Revelstoke’s capital expenditures totaled 
$4,206,000 in 1975 compared with $3,533,000 in the 
prior year. In 1976 the Company is budgeting capital 


TOTAL SALES 
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expenditures of $2,817,000 in the Retail Division, 
$318,000 in the Concrete Division and $307,000 in 
the Lumber Division. These figures exclude the 
purchase of mobile equipment which is normally 
financed ona sale and leaseback basis, and are 
based on the assumption that the Company's larger 
new stores will continue to be leased. 


DISCLOSURE POLICY 


Each year in the Annual Report, management 
attempts to provide our shareholders and the 
financial community with extensive information 


NET EARNINGS 


(Millions of Dollars) 


$4 


$3.332 


1971 1972 1973 1974 1975 


DIVIDENDS Be EARNINGS ee 
PER SHARE PER SHARE 


$1.77 


$2.00 


ntAs) 


1971 1972 1973 1974 1975 


concerning the Company’s operations and financial 
position. In this regard, we probably disclose consid- 
erably more factual information than is typical of 
most public Canadian companies. The only informa- 
tion of consequence that we do not disclose is the 
exact earnings for each of the three Divisions. The 
reason for this policy is that our largest competitors 
in the retail and concrete businesses are national 
companies involved in many other businesses. These 
companies generally only disclose financial informa- 
tion on their combined operations. To disclose our 
earnings by Division would not be prudent as it 
would permit our major competitors to compare their 
performance in our markets with Revelstoke when 
we are not even in a position to discover their sales 
volume in Western Canada for the similar business. 


INFLATION 


As Our earnings performance demonstrated, 
Revelstoke did not escape unscathed by inflation in 
1975. In almost every area, the increase In our 
operating expenses exceeded any increase achieved 
in sales. This was especially the case with the total 
personnel costs of both the Concrete and Retail 
Divisions. 

In both our Retail and Concrete Divisions, unit 
sales increased above last year but nevertheless 
inflation did account for a significant proportion of 
the sales gain recorded by these two Divisions. In 
our Retail Division, it is difficult to determine 
precisely what proportion of our sales increase 
related to inflation as our stores carry anywhere from 
7,000 to 10,000 different individual items. Neverthe- 
less, as Our retail business accounts for the greatest 
proportion of our total sales, we attempt to measure 
onamonth to month basis the extent inflation 
affects the selling price of our principal products. 

In 1975 it was estimated that a representative 
selection of items sold by the stores experienced an 
overall increase in their selling price of just under 9%. 

The federal government's Prices and Incomes 
Guidelines apply to Revelstoke as we have a total of 
more than 1,600 employees. This means that the 
Retail Division is following the price and gross margin 
guidelines applicable to the distribution industry and 
the Concrete Division is following the five year net 
profit margin guidelines applicable to nondistribution 
businesses. As the Lumber Division experienced a 
substantial loss in its base period, it will at least be 
able to recover to a breakeven position. At the 
current time however it is still unclear as to how the 
guidelines will apply to our lumber business once the 
mills begin to generate earnings. 


ACQUISITION 


In November 1975 the Company completed the 
acquisition of approximately 73% of the common 
shares of Eccott Building Supplies Ltd. which 
operates three home improvement and building 
supply stores in British Columbia. Revelstoke will be 
purchasing the remaining 27% of this firm over the 
next five years from the President, James E. Eccott, 
with the price to be determined under an ‘‘earn-out”’ 
agreement relating to the level of earnings. This 
acquisition gives Revelstoke a strong position in the 
Okanagan Valley, which represents one of the fastest 
growing markets in British Columbia. Eccott’s sales 
in 1975 were in excess of $12 million. Revelstoke is 
Canadian controlled and not a ‘‘noneligible person”’ 
as defined by the Foreign Investment Review Act of 
the federal government. 


OUTLOOK FOR 1976 


Based upon results to date and the healthy out- 
look for business conditions in the Company’s 
principal markets, the prospects are excellent for a 
meaningful increase in sales and earnings in 1976 
compared with 1975. Both Revelstoke’s Retail and 
Concrete Divisions should experience strong demand 
particularly in Alberta. In addition lumber prices have 
now recovered to the point where the Company has 
a reasonable expectation of breaking even in its 
Lumber Division. 

Earlier this year, the Directors approved an 
increase in the semi annual common share dividend 
paid on April 1, 1976 from $0.10 to $0.12% per 
share. Ata Special Meeting to be held in conjunction 
with the Annual Meeting on May 27, the share- 
holders will be asked to approve a Subdivision of 
Revelstoke’s common shares on a two for one basis. 

On behalf of the Company’s Board of Directors 
and shareholders, | want to thank Revelstoke’s 
employees for their allegiance and support during 
1975. In turn, all of us at Revelstoke want to thank 
our customers, suppliers and friends for their backing 
and confidence throughout the year. 


SHEEEERGUIR RY, 
President 


April 22, 1976 
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“THE DO-IT-YOURSELF HOME IMPROVEMENT 
MARKET CONTINUES TO GROW” 


1975 RETAIL HIGHLIGHTS 


Sales for the Retail Division increased 18.4% to 
$69,845,000 compared with $58,982,000 in 1974. 


Earnings for the Retail Division were affected by 
considerably higher operating expenses and lower 
than expected gross margins at some of the stores. 


Six new stores were built at existing locations, two 
stores were opened in new markets and three 
small stores were closed. 


The Company expanded its penetration of the 
British Columbia market with the purchase in 
November 1975 of Eccott Building Supplies Ltd. 
which operates three stores in the Okanagan 
Valley. 


An existing store was acquired in Whitecourt, 
Alberta and subsequent to the year end another 
store was purchased in Leduc, Alberta. 


Capital expenditures amounted to $2,007,000, 
excluding the cost of the Eccott transaction, 
compared with $802,000 in 1974. 


The Retail Division comprises 109 stores located 
throughout Western Canada with 54 in Alberta, 28 in 
Saskatchewan, 14 in British Columbia and 13 in 
Manitoba. The stores are generally referred to as 
‘home improvement centres.’’ Every store carries a 
complete selection of lumber products, paneling, 
building materials, tools, paint, wallpaper, carpeting, 
hardware, kitchen cabinets, electrical supplies, 
plumbing and heating equipment. The Retail Division 
also sells manufactured houses and prebuilt farm 
buildings. 


What has been the growth in Revelstoke’s retail 
business over the last five years? 


The total sales of our Retail Division have increased 
by three and a half times, rising from $20,022,000 in 
1971 to $69,845,000 in 1975. This represents an 
average annual increase of 37.4% which indicates 
that Revelstoke has experienced a major increase in 
its share of the Western Canadian retail market. It is 
also interesting to note that this sales increase has 
been ‘‘across the board” in terms of both our entire 
product mix and the different types of customers 
which we serve. The average sales per store have 
similarly experienced a dramatic increase, rising from 
$198,000 in 1971 to $644,000 in 1975. 


Revelstoke describes its 109 stores as ‘‘home 
improvement centres.’’ What does this term mean? 


The term relates to our merchandising philosophy of 
having each of our stores offer one stop shopping to 
homeowners wishing to purchase all of the items 
required for any type of home building, decorating or 
repair project. 
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What type of physical facilities does each Revelstoke 
store require? 


In order to do an effective job of selling our products 
and having on hand those items which our customers 
require, each of our stores has a showroom, 
warehouse facilities and outside storage space 
sufficient to stock a broad assortment of lumber and 
building materials. Consequently, our stores do not 
lend themselves to being located within shopping 
centres. 


What is the customer profile of your retail business? 


While the mix of customers varies from store to 
store, on an overall basis 40% of our sales are to 
homeowners, 20% to farmers or ranchers and 40% 
to professional customers of all types including 
tradesmen, builders, industrial accounts and local 
institutions. 


What makes a customer shop at a Revelstoke store? 


We believe that the most important factors deter- 
mining customer patronage, in order of importance, 
are having knowledgeable sales personnel, maintaining 
competitive pricing, offering a complete assortment 
of merchandise within our major product lines and 
having accessible and convenient store locations. 


How vital is having knowledgeable sales personnel in 
your stores? 


We are convinced that having a sales staff capable 

of providing customers with advice concerning their 
home improvement projects is extremely important 
to maximizing the sales of many of our products. We 
think that self service can only be carried so far in our 
business and part of the service we offer to 
customers Is being able to provide product 
knowledge. This means, however, that our Company 
must devote considerable resources to ongoing 
training programs for our sales personnel. 


What role does Revelstoke’s Head Office play in 
assisting the stores? 


The function of the Head Office is to help our stores 
and their managers maximize sales on a basis which 
produces a worthwhile return on investment. In this 
regard, Head Office departments are responsible for 
creating effective programs in the area of merchan- 
dising, advertising, employee sales training, 
purchasing, management development and store 
layout and design. 


How do Revelstoke’s merchandising policies differ 
from the other large chains in the industry? 


Most of the large chains have gone in the direction of 
opening the ‘‘home centre” type of stores which 
cater strictly to retail customers and carry a large 
number of product lines unrelated to the basic home 
improvement business. As a consequence, these 


‘home centres”’ are finding themselves involved in 
direct competition with the major department and 
discount store chains. We have deliberately restricted 
our product mix and have continued to regard lumber 
and building materials as the ‘‘gut’’ product lines of 
our stores. 


What is the outlook for the retail building material 
and home improvement industry at this time? 


We estimate that the do-it-yourself home improve- 
ment market is going to experience a growth rate of 
about 10% per annum for the next five to ten years. 
The factors responsible for generating this growth 


include the cost and shortage of new housing, the 
rising wage rates of tradesmen, the increase in leisure 
time and the trend for people to spend more of their 
discretionary income on improving their homes and 
less on buying automobiles. More and more home- 
owners are also realizing that they can save a great 
deal of money by doing home improvement 

and repair projects themselves. 


Are there any major problems which may adversely 
affect this industry five to ten years from now? 


Some of the larger metropolitan markets may 
experience ‘‘over storing’’ especially with the ‘““home 
centre” type of stores. This is less likely to affect 
retailers such as Revelstoke who are heavily involved 


in the lumber and building material business as 
the number of outlets capable of carrying a 
broad assortment of this type of merchandise is 
limited, given the amount of land and the type of 
zoning required. The cost of opening new stores 
however, is making all retailers more sensitive 

to the problem of over storing. 


What are Revelstoke’s expansion plans for its 
retail business? 


We are definitely interested in becoming involved 
in another major market outside of Western 
Canada at some point in the near future. Conse- 
quently, management is in the process of deciding 
on the merits of Revelstoke expanding into either 
Eastern Canada or the Western United States. In 
both cases, the industry Is still extremely frag- 
mented from the standpoint of having a multitude 
of different types of retailers selling home 
improvement products. 


What is the Company’s philosophy in acquiring other 
chains in your business? 


We are interested in purchasing chains which are 

the leading retailer of building materials and home 
improvement products within a given region or 
market area. If we expand into Eastern Canada or the 
Western United States, we would look for an already 
established chain with a strong management team 
capable of continuing to run their business on an 
autonomous basis. In our opinion, one of the 
essential ingredients in operating a successful chain 
is having strong decentralized management. After 
we acquired Stewart & Hudson and Eccott Building 
Supplies, both of these firms retained their own 
Head Offices and continued to operate under their 
original store names. 


What held down the earnings of the Retail Division 
below expectations in 1975? 


The two principal factors inhibiting the Company 
from increasing Its retail earnings above the level 
achieved in 1974 were increases in practically all 
operating costs and a lower gross margin than had 
been expected at some of the stores. The most 
significant operating costs In our business are wages 
and salaries which recorded a substantial rise in 1975. 
In essence, we had to adjust our compensation levels 
upward in response to the increase in the cost of 
living and competitive pressures. During the year, we 
also experienced an abnormal number of price 
increases from our suppliers which made it difficult 

to keep our retail prices current. This problem was 
compounded by the fact that a high proportion of 
the items we sell are in effect commodity type 
products, especially in the case of lumber and 
building materials. 


How do you expect your Retail Division to perform 
in 1976? 


There is every indication that the sales of the Retail 
Division are going to increase substantially in 1976. 
Management is reasonably confident of translating 
the additional sales volume into a worthwhile 
increase in earnings. 


HIGHLIGHTS OF FINANCIAL POSITION 
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REVELSTOKE COMPANIES LTD. 
Consolidated Balance Sheet 


December 31 


ASSETS 
1975 
Current Assets 
OF 1:19 Fe re ona ls doa doovvoroocee $ 2,276,764 
Accounts RECeIVable ys ae acre eee 14,646,800 
Inventories, Valued at the Lower of Cost 
on Net Realizable VialUeniN@te:Z) iene 27,603,242 
44,526,806 
Property, Plant and Equipment, at Cost 
(Notes 1 and 3) 5g cence cae 2 he or eee eee 31,436,803 
Less: Accumulated Depreciation and 
Depletion .% ¢ sex sic «a oe ale eevee RnR ene 14,194,720 
17,242,083 
GoodwillslessAmontization (N@ten|) mn Ree 312,029 
Total ASS@tS 0 6k ce en bs eee cee $62,080,918 


APPROVED BY THE BOARD: Director DOS Re 


Director 


1974 


$ 2,204,147 


11,989,244 


20,940,653 


35,134,044 


27,846,744 


13,288,642 


14,558, 102 


$49,692,146 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


1975 1974 
Current Liabilities 
Brag SIO GOPCOMCSS Eta slab oy oe eae we he ee wedi Sage eee $ 3,665,527 $015017 323 
SS COTE | QRLOZIIG : date oe ere er nem 10,377,571 15,709,130 
Accounts Payable and Accrued Liabilities ............2..2.000000eaus 12,084,752 B.0/17 572 
RONG TENG PAWAIGIS. 5a ier vena 1,120,876 341,624 
Fong ferm Debt Due Within One Year (Note 5) ...............-2.4-.- 1,152,285 963,000 
28,401,011 25,003,149 
OUP SAIS oUONICHESS) Sy = A rrr ee een 9,258,497 3,028 320 
SVEN TEC| OTN OMS = aes pecan are 1,809 542 1,535°247 
PNG MIRO he Ss MERE ee ee ee we na ewe eae ee Doom 477 ,988 71,701 
Shareholders’ Equity 
Capital Stock (Note 6) 
PRSIGFENGS SIMS |SSUCC |; 2. eee ee Ere ee 2,061,580 2,095, 780 
Connon SINeres ISSUCCh. . 225 a nee eer ec 4,019,443 3,027 505 
AGUS RSG! PANTING. oo. 050 ce eee eee eet rn oo) 16,052,857 14,030,444 
ietamonarenoiders EQUITY. ....... 6... 665 ec Mate ame eke 22,133,880 20,053,729 
Commitments and Contingent Liability (Note 8) 
ormeaciines andmomarcnoiders Equity ..........0...0e5 ee cmmene ence $62,080,918 $49 692,146 


Auditors’ Report 


To the Shareholders of 
Revelstoke Companies Ltd. 


We have examined the consolidated balance sheet of Revelstoke Companies Ltd. as at December 31, 1975 and 
the consolidated statements of current and retained earnings and changes in financial position for the year then 
ended. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the consolidated financial position of the companies as at 
December 31, 1975 and the results of their operations and the changes in their financial position for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of 


the preceding year. 
LE, Bee Koo 


April 1, 1976 | Chartered Accountants 
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REVELSTOKE COMPANIES LTD. 


Consolidated Statement of Current and 


Retained Earnings 


For The Year Ended December 31 


Current Earnings 


Sales = Retail DIVIStO eee een eee ene ee eee 
Concrete Divisions. oe ee 
Lumber DIVISION ye cert coerce ce eee nea 


Costs and Expenses 
Cost of Sales, Selling, General and 


ACmMiniStrativG? . 5.5 sis ene ce enna a 


Depreciation, Depletion and Amortization 


(Note 1) cca.dé oo dcene oe ee 


Interest (Long Term: 1975 - $590,367; 


1974 - $365,694)... 0) ee 


Gain.on Disposal of Fixed ASSets yes yee nea 


Provision for Income Taxes 
Current 


Earnings before Minority Interest ................ 


Minority Interest 


Net Earnings tor the. Y Calter 


Fully Diluted 


Gain on Disposal of Fixed Assets Net 
of Tax, included above 


Retained Earnings 
Balance at Beginning of Year 
Additions 

Net Earnings for the Year 


Deductions 
Dividends on Preference Shares 
Dividends on Common Shares 


Balance at End of Year 


Deferred... cbse sein oderk cue ee ee 


1975 


$69,844,780 
19,251,423 
4,208,248 


93,304,451 


85,846,115 
1,364,678 


1,976,033 
89,186,826 


4,117,625 
583,433 


4,701,058 


1,855,554 
274,295 


2,129,849 


2,571,209 
40,236 


$ 2,530,973 


$14,030,444 


2,530,973 
16,561,417 


124,607 
383,953 


$16,052,857 


1974 


$58,981,575 
14,471,450 
6,890,293 


80,343,318 


72,427,989 
T2167158 


212,080 
10,075 ;022 


4,267,491 
575,445 


4,842,936 


1,820,265 
564,275 


2,384,540 


2,458,396 
BROAN IT| 


5 24 30n019 


$12,105,601 


2,435,119 
14,540,720 


i PSE 
3327/53 


$14,030,444 


REVELSTOKE COMPANIES LTD. 


Consolidated Statement of Changes in 
Financial Position 


For The Year Ended December 31 
1975 1974 
Source of Funds 


Nemec ING seme Medley oa, Secew chan es asa kw ee oo am ome eee 
Add (Deduct) Items Not Affecting 
Funds From Operations 
Depreciation, Depletion and 


$ 2,530,973 


$ 2,435,119 


POU AaMOTEINOLON 2. . ccs. aos peed ve eke ee aee sua ee 1,364,678 sy és, (eis) 
EVES VAS - | Os meen er eee ro 274,295 564,275 
Come mRe sO Osa Ourixed ASSEtS oo oss oe culcnc wae oon ewe (583,433) (575,445) 
COTS oe eee Or er i nee 24,674 (31,413) 
PG MIRON CTALONS. oi. 6. cage. soo dans ew Spee one 3,611,187 3,907,694 
ONG, VOW IDES. <0 had eer ne oe 8,203,950 2 
proeecastennoisoesalol Fixed Assets... .. 0.0.0 ccc eee cee oes 1,458,459 1,145,876 
SMOS SSUBE oo on cet ne nero 91,938 51,250 
13,365,534 5,104,820 
Application of Funds 
SIMSO/SS@OIG. oo bo sk oS eee 4,205,608 3,002,707, 
Pee ise Ol Me eVEMCEONATCS «6.5 6. as os ee eee sae ne eh ge eee 20,005 32,040 
ae ne ne we sw a en UG eo 508,560 biO;2/6 
LOVAG) STE DIB... oak 2S ae A eee err oe 2220/1971 946 ,907 
OOGMING oo a ew aed Se ees a oe 34,400 = 
Acquisition of Subsidiary Companies 
(Wess working capital at date of acquisition) .........6.00025eeeese 381,890 : 
7,370,634 __ 5,021,930 
Meee SelM IVVOUGNG Gapilale ia. cn. soc cu aca ee ee eee Re eee 5,994,900 82,890 
PVOrnmenGantarauDecinning Of Year... ........005 ores a ceo one 10,130,895 10,048,005 
On aimcne@ a ialraenGOnY Cal a. o.e.. esses ee eee ct ene Once Owe ees $16,125,795 $10,130,895 
Changes in Components of Working Capital 
Current Assets 
CSE. cu err ere een $ 72,007 $ 1,002,676 
NS SSSR RES ME OS ie a a Pee errr erst ee 2,657,556 2, 300 WOT. 
SMONISR. oo oa rt eee ar ee sent 6,662,589 Tes (Oso, 
97392, 762 4,678,610 
Current Liabilities 
DGS EMeSS fark. Lek. ) Lau a «0 wah eal amine melee ad vane Sarin es 1,747,704 (661,960) 
SD MM RRNA SOON 612 oso eo/< & a nove Met oviger unig ie Bete eee ee dts corner (5,331,559) 7,596,946 
Recoumeeavanieand Accrued Liabilities 2055 toa. was anm ecu are 6,013,180 (1,555,419) 
ie OIC MAX OST AVODIC ec acca oc «5 ct She epg ale Blais senate ia onan A 779,252 (848,847) 
Ronen eimmocoilue Within One Years. on reer oe uts se tm - 189,285 65,000 
| 3,397,862 4,595,720 
imoreaceineVVOrKINng ‘Capital, . wean se eine ya @ armen nein ersten tara oe $ 5,994,900 $ 82,890 
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REVELSTOKE COMPANIES LTD. 
Notes To Financial Statements 


December 31, 1975 


NOTE1 SIGNIFICANT ACCOUNTING POLICIES 


PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of the Company and all of its subsidiary companies 
from their effective dates of acquisition. All of the subsidiary companies are wholly owned with the exception of 
Revelstoke-Lafarge Ltd., which is 85% owned and Eccott Building Supplies Ltd., which is 73% owned. Inter- 
company balances and transactions are eliminated. 


DEPRECIATION 


Rate based on service lives 


Basis or estimated reserves 
Buildings’, 0 .ce au eiae eae nee eee Straight-line 2.5% -5% 
Machinery and Equinment eee Straight-line 10% - 30% 
Logging Access RiOaC Saew enn tenn in Unit of production Based on estimated reserves 
Sand and Gravel Rights and Properties .... Unit of production Based on estimated reserves 
Timber Rightstanc|Kkeasccnn ssa Straight-line 5% 


GOODWILL 


Goodwill acquired after December 31, 1973 in conjunction with the purchase of fixed assets and subsidiaries Is 
being amortized over periods ranging from five to forty years. 


NET EARNINGS PER COMMON SHARE 


The basic earnings per share are calculated using the weighted average of shares outstanding for the year. Fully 
diluted earnings per share adjust the basic earnings for outstanding share conversion and option agreements. 


NOTE2 INVENTORIES 


Inventory values by Division are as follows: 


i 19874 
Retail DIviStOny oc. ia0s% ace Rance teeter ce neon ee $22,745,242 $15,879,653 
Concrete Division’ ocx nescence ree 1,392,000 918,000 
Lumber DIWiSiOWy ¢.. chao ree a, Seyi eee rr 3,466,000 4,143,000 


$27,603,242 $20,940,653 


NOTE3 PROPERTY, PLANT AND EQUIPMENT 


1975 1974 
Net Book Net Book 
Cost Value Cost _ Value 
Land sais ae Magis 1cSh 7 5 eee eee ee 3 2,24073858)" 7S: 2;240' 353) Ss al297 Coy ome oy, oon, 
Buildings Secs inte a Gans Sc ee eee a ee 8,919,201 5,654,748 7,536,860 4,497,089 
Machinery and Equipment). . 2. ¢.).-me. mae: 15,074,283 6,483,857 14,108,026 5,994,203 
Eoggingi Access ROaCS ie =i t= 2,253,828 1,214,453 2,042,147 . 1,064,274 
Sand and Gravel Rights and Properties.......... 710,777 473,162 623,499 471,455 


iiimbernRightsrand: kcascsse ssa 2,238,356 1,175,505 2,238,355 288 Vek 


$31,436,803 $17,242,083 $27,846,744 $14,558,102 


NOTE4 ACQUISITION OF SUBSIDIARIES 


Effective November 1, 1975 the Company acquired a 73% interest in Eccott Building Supplies Ltd. and its 


wholly owned subsidiary Kelowna Wholesale Building Supplies Ltd. 


The following net assets were acquired: 


WV Om ainiG) CAE ae ent sees RONAN eeree tr See ae $1,296, 1/0 
LEVON, 2. a5 9.5 Se eae eee PR ren, Low k a er ee 250,560 
UIC HIMOS CUMCMECWIONMMETNG ao enna eee eonseencccccunerancnavece 462,472 
OUNET <2 aacuc-ac2 a ee ee i ns ne 1,321 
GOOCH 7.0.0 Beek aie eae ee I gered OE ras 282,676 

2,293,199 
L@SSS LONG) WSNNIHEle Shy Rene ect ee Seon SS 261,100 

2,032,099 
NATTNOMMUVMIGLC NES Chemeter yc hy << Sacicecye & ccs A oeag ec tp pee ee 366,051 
PURCHASE [ONS «na See ee ee ee ee $1,666,048 


The purchase consideration consisted of 10% Serial Notes amounting to $698,000 and the balance in cash. 


The Company has entered into agreements to acquire the minority interest in Eccott Building Supplies Ltd. over 
a five year period by the issuance of shares of Revelstoke Companies Ltd. The number of shares to be issued will 
be determined by reference to the earnings of Eccott and the market value of Revelstoke shares, with minimum 


considerations of $107,185 in 1976 and 1977 and $102,524 in each of 1978, 1979 and 1980. 


NOTE 5 LONG TERM DEBT 


1975 1974 
Sinking Fund Debentures, 11-5/8% due 1990 (Annual 
sinking fund requirement $600,000, commencing July 31, 1981) $ 6,223,439 $ 
Sinking Fund Debentures, 6.5% due 1981 
(AMM SHANG) UIC! WECM SAL PD) os oo koa coconoancueavusasanceene 1,321,353 1,641,320 
Serial Debentures, 10% (Repayable $200,000 
ARMVEIY, TSAO AGE) Sean one ree ener MME coke an ae eames 988,540 - 
Serial Notes, 10% (Repayable $139,600 
AMAWEIIM, ISOC qCIS0) t= Aen ee ren eh Fo hoo u Geo ee 698,000 - 
8% Convertible Term Notes (Repayable $200,000 
annually or at the option of the holder convertible into 
common shares of the Company as to $200,000 principal 
amount annually at prices ranging from $20.16 per 
SMB li ISHS iG SPSUOS ereyesate tevin vAsWig ne eae onunesso¢0gc5a5ccoecncdoone 600,000 800,000 
Agreement Payable, 10% (Repayable $150,000, 
ISAS WNESIIAT SAS OS eTMIMUI MISWAP/ We) ISWA)) sco sea buses so ucacncaaons 297,200 - 
DewentunemowoniRepavablesiO/G). 2.2 qo. 2 em orl nana heer newer 153,585 
Mortgages, at 2% above prime rate (Repayable 
SAS), Ste0) SUMMIT Gs Red meget ant Puta ig aw, nao Utes 128,665 - 
Bek Leas, Ei Ao aslorehemolilantomecuiee nh so cme shnocgasonccusgoonaveaeunoaor ae 1,550,000 
10,410,782 SSIS) SAO) 
Lome) Tern DE ete DUE NIM MGMOINS VASE Sa cee. noes cnco sence bo sndwodshoase _ 1,152,285 963,000 
$3,028,320 


$ 9,258,497 


The Trust Indenture governing the Sinking Fund 6.5% 1981 Debentures provides that the Company cannot 
become liable upon any additional funded obligations which in any year prior to September 1, 1981 mature in 
amounts that exceed the sinking fund payments unless the latter are correspondingly increased, except that up 
to 30% of any subsequent issue of debentures may be issued as Serial Debentures having annual serial 


maturities prior to September 1, 1981. 


As a result of repaying the Long Term Bank Loans in 1975, the Sinking Fund requirements for the 6.5% Sinking 


Fund Debentures have been reduced from $500,000 to $297,720 annually. 


Aggregate annual maturities for the next five years are as follows: 


OVO Rupee ter eee Lapa kee eee mers ere $1,152,285 
ICYPEE notin ries. fo aging en Loe MOI A oaN oes Sih PAS 
AR ese Rs coty hee weg oP Os bu Cae. cr ro Nes Mints & ATS! Seo On 
Uae Retest Sera nae en mee cise Cee a oro On eee S WV Wj FAey/ 
[SO eta acopeendt 6 ora chai pect eet Son teeny 4 Bae $ 524,600 


ike) 
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NOTE6 CAPITAL STOCK 

PREFERENCE SHARES 

The 300,000 authorized preference shares of a par value of $20.00 each are issuable in series, of which 125,000 
have been designated as 6% cumulative redeemable shares 1961 series and are redeemable at $20.50 plus 

any accrued and unpaid dividends as at the date of redemption and 9,351 have been designated as 1% non- 


cumulative redeemable preference shares 1970 series. 


The 6% cumulative redeemable shares 1961 series issued and outstanding are as follows: 


1975 1974 
Shares Amount Shares Amount 
Balance, beginning! Oi Veale: iene een 104,789 $2,095,780 107,249 $2,144,980 
Purchased on open market 
and tendered tomediGel lation sari itatel ine 1,710 34,200 2,460 49,200 
Bel NMGey, CMMCNON WERT occa cnucccremvaneveoee ave 103,079 $2,061,580 104,789 $2,095,780 


COMMON SHARES 


6,000,000 common shares of no par value are authorized. Common shares issued and outstanding are as 
follows: 


1975 1974 

Shares Amount Shares Amount 
Balance; beginningtOnyealpaanet aan ae 1,918,515 $3,927,505 1,910,015 $3,876,255 
Issued for cash : 

under employee stock purchase plan ......... 11,746 91,938 8,500 51,250 

1,930,261 $4,019,443 1,918,515 $3,927,505 
Shares reserved for conversion of 8% Convertible Term Notes........................... PAS {OWA} 
Shares reserved fon/emplovee:StOCk © Pill O lS se mereie tnt e ae mae te ete ete ae 13,500 
Shares reserved foremployee stock pUnchaSen oleic sere weisretemnenene renee teae ne tists mt tetera 26,254 


64,831 


At December 31, 1975, options in respect to 13,500 shares at $6.15 per share remained outstanding, exercisable 
as to 4,500 shares per year on a cumulative basis. The options expire in 1977. 

NOTE 7 REMUNERATION 

The remuneration of directors and senior officers in 1975 amounted to $376,262 compared to $292,317 in 1974. 
NOTE 8 COMMITMENTS AND CONTINGENT LIABILITY 

At December 31, 1975, the Company operated 109 retail branches. The properties relating to 96 of these 
branches are owned with those relating to the other 13 being leased for terms varying from five to twenty years 
at minimum annual rentals (exclusive of taxes, insurance and other occupancy charges) as shown below. The 
Company also has equipment under lease for terms varying from five to seven years. 


The lease payments required over the next five years are as follows: 


Properties Equipment 
[o/s een ee eC ees cages ok ao nan aod ee doe n0< $443,233 $906, 107 


VAT aos sca a Vv eet iy ae ee $384,141 $906, 107 
W978 osc ag eRe gle She pee ene eee ee $352,803 $892,909 
Lb: Th: PIR ee fe Pers ety Y 5 atin, soc goes Sh ee eus os $370,289 $792,283 
LIS, <6 i nema at ae  CTE oe bo gee «ier aes oth ect $359,729 $486,527 


A Statement of Claim has been issued against the Company in the amount of $225,000. Company officials do 
not believe any significant liability will arise from this claim. 


Commitment to acquire minority interest in Eccott Building Supplies Ltd. as described in Note 4. 


NOTE 9 ANTI-INFLATION PROGRAM 


The Company and its subsidiaries are subject to controls on prices, profits, compensation and dividends 
instituted by the Federal Government in the Anti-Inflation Act effective October 14, 1975. Uncertainties 


concerning application of the program are such that the impact on the Companies’ future Operations cannot 
be accurately determined. 


CONCRETE DIVISION 


CONCRETE DIVISION SALES 


(Millions of Dollars) 


$20 
$19.251 


$14.471 


$10.946 


1971 1972 1973 1974 OKO 


“DEMAND FOR CONCRETE IN OUR MARKETS 
SHOULD REMAIN STRONG” 


1975 CONCRETE HIGHLIGHTS 


e Sales for the Concrete Division increased 33% to 
$19,251,000 compared with $14,471,000 in 1974. 


e Earnings for the Concrete Division were in excess 
of the prior year. 


e The number of plants was increased to 19 with the 
acquisition in August 1975 of an additional plant 
in Camrose, Alberta. 


e The Company expanded its sand and gravel opera- 
tions in Central Alberta and Saskatchewan. 


¢ Capital expenditures in the Concrete Division 
amounted to $1,451,000, including the cost of 
acquisitions, compared with $1,422,000 in 1974. 
Mobile equipment, costing an additional $1,567,000 
in 1975 compared with $700,000 in 1974, was 
financed through sale and leasebacks. 


The Concrete Division consists of 19 redi-mix 
concrete plants with 13 in Alberta, four in Sask- 
atchewan and two in British Columbia. At six of 
these locations, Revelstoke also operates its own 
sand and gravel deposits for the purpose of 
supplying the Company's concrete plants as well 
as selling sand and gravel directly to other customers. 


What is Revelstoke’s position in the Western Canadian 
concrete business? 


Revelstoke’s Concrete Division operates primarily 

in Alberta and Saskatchewan where the Company 
is the largest independent supplier of concrete. The 
other major suppliers in these provinces are sub- 
sidiaries of Canada’s two largest cement companies. 
Over the last five years, sales of Revelstoke’s Concrete 
Division have grown from $6,685,000 in 1971 to 
$19,251,000 in 1975 which represents an average 
annual growth rate of 30.2%. 


What is concrete? 


Concrete consists of cement, sand, gravel, water 
and various other additives which are mixed ona 
controlled basis. The principal ingredient in concrete 
is cement which is responsible for concrete’s unique 
strength and enduring qualities. Concrete is one of the 
most versatile of construction materials and is used 
for foundations of all types, residential patios, drive- 
ways, farm building projects and government public 
works programs. 


What are the physical facilities at each of Revelstoke’s 
concrete plants? 


Every plant has a batch plant, a fleet of concrete 
mixer trucks and facilities for the storage of cement, 
sand, gravel aggregates and other additives. The 
batch plant contains the equipment necessary for the 
controlled measurement and mixing of the ingredients 
to make concrete. The larger plants also have their 
own garages for maintaining and housing trucks. 


How do Revelstoke’s plants operate? 


Upon receiving a customer order, the dispatcher 
uses radio to call for a concrete mixer truck to back 
into the batch plant. The batcherman uses a control 
panel to select the ingredients necessary to produce 
the desired strength and type of concrete for the 
customer's project. The concrete is batched In the 
plant and then funneled into the mixer of the truck. 
The dispatcher directs the truck driver to the site of 
the project where the concrete is poured. 
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What is Revelstoke’s involvement in the sand and 
gravel business? 


Revelstoke has its own sand and gravel operations 
at six locations in conjunction with the Company's 
concrete plants in nearby areas. This provides these 
plants with an assured source of sand and gravel. 

In addition, Revelstoke also sells sand and gravel to 
customers such as municipalities, contractors and 
other concrete plants. 


Who are the customers of the Company’s Concrete 
Division? 

This varies from plant to plant, but local builders 
account for a majority of sales with the remainder 
being sold to homeowners, farmers and government 
agencies. 


What are the critical factors in operating a success- 
ful concrete plant? 


The plant must have the necessary physical facilities 
and trained personnel to provide a high level of 
customer service and a quality product at competitive 
prices. This includes being able to give customers 
reliable delivery at the critical times when concrete 
is required in the construction process. The capabili- 
ties of the manager, however, are the most important 
factor in ensuring the success of any plant. 


Are any major problems confronting the concrete 
industry? 


The most significant problem in the industry is that 
gains in productivity are not offsetting increases in 
costs, with the consequence that it has proved 
impossible to stabilize the price of concrete. This 
situation has been aggravated by the escalation in 
labour costs, influenced by rates in the construction 
and transportation industries, and the increase in 
material costs resulting from the suppliers much 
higher energy, environmental and labour costs. If 
these cost trends continue, concrete as well as 
practically all other components of construction 
including tradesmen will ultimately become 
prohibitively expensive to use. 


How do Revelstoke’s concrete plants relate to the 
Company’s retail business? 


The stores and the concrete plants are major suppliers 
to the same customers who are involved in construc- 
tion. In most communities where Revelstoke has 
both a store and concrete plant, the Company has 
one manager responsible for both operations which 
ensures close co-ordination of service to all customers. 


What are Revelstoke’s plans for expanding its 
concrete business? 


The Company is interested in acquiring additional 
plants in Alberta which represents the Concrete 
Division’s primary market area. 


What is the outlook for the Concrete Division in 
1976? 


General construction and business activity in the 
Concrete Division's markets should remain strong 
throughout the year. Despite rising costs, the 
Concrete Division is again expected to make a 
meaningful contribution to Revelstoke’s earnings In 
MSV AG 


Tokooy 


This is a section of the Calgary Zoo 
built with concrete supplied by Revelstoke. 
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LUMBER DIVISION 


$13 


LUMBER DIVISION SALES 
(Millions of Dollars) 


$12.099 


1971 1972 1973 1974 1975 


“THE LUMBER BUSINESS IS RECOVERING” 


1975 LUMBER HIGHLIGHTS 


Sales for the Lumber Division decreased 38.9% to 
$4,208,000 compared with $6,890,000 in 1974, 
excluding inter-company sales which were 
$2,519,000 in comparison with $2,365,000 in 1974. 


The Lumber Division experienced an operating 
loss of $1,737,000 compared with $1,632,000 in 
1974. 


The Company’s four mills shipped 54,000,000 
board feet of lumber compared with 76,000,000 
board feet in 1974. 


Lumber prices were depressed throughout most of 
the year but started to recover in late November 
1975, mainly as a result of a revival in U.S. housing 
starts. 


The Company’s mills were virtually shut down for 
one-third of 1975 when prices did not justify 
continuing production. 


The Company’s quotas, mill equipment and 
properties at Whitecourt, Alberta were sold in 
September 1975. 


Capital expenditures in the Lumber Division 
amounted to $747,000 compared with $1,309,000 
in 1974 with most of the funds being spent on 
building roads to gain access to timber quotas. 


The Lumber Division operates four lumber mills 
which are located in British Columbia at Radium and 
in Alberta at Rocky Mountain House, Sentinel and 
Sundre. 


What has taken place in Revelstoke’s Lumber 
Division over the last five years? 


The production output and efficiency of our mills 
have been severely handicapped in each of the last 
five years by a major rebuilding program affecting 
all but one of the mills. This was in part necessitated 
by the extraordinary situation of having fire destroy 
one of our sawmills in 1972 and two in 1974. Subse- 
quently two of these sawmills were rebuilt. In 
addition production at the Radium mill has been 
disrupted by two industry wide strikes over the last 
five years. The net effect of all of these factors is that 
at no point since 1971 have all the mills been ina 
position to operate at full production. The market 
for lumber has also been highly erratic and prices 
have been depressed for three of the last five years. 


What is involved in manufacturing lumber at the 
Company’s mills? 

Each of the mills have their own timber quotas and 
utilize logging contractors who cut and haul the logs 
to the mills. The logs are sorted for size and species 
and then processed through the sawmill to produce 
the maximum saleable footage. After the rough 
sawed lumber is sorted to length and width, it is 
either placed in the dry kilns at the Radium or 
Sentinel mills or piled in the storage yards at the 
other mills to dry. After drying, the lumber is pro- 
cessed through a planing mill and graded prior to 
being shipped by rail or truck to our wholesalers or to 
the Company’s stores. The lumber chips produced 
as part of the manufacturing process at Radium and 
Sentinel are sold to a nearby pulp mill. 


What type of lumber do the mills produce? 


The Radium mill produces spruce, fir and a very small 
amount of cedar. The three Alberta mills produce 
almost exclusively spruce. On an aggregate basis, 
spruce accounts for about 90% of the Company's 
production. 


What are the timber quotas of the four mills? 


Revelstoke’s annual timber quotas total approximately 
103,200,000 board feet with the Radium mill having 
64,000,000, Sentinel 17,900,000, Rocky Mountain 
House 12,300,000 and Sundre 9,000,000 board feet. 
These quotas are granted by the provincial govern- 
ments for a 20 year period and renewed subject to 
performance. 


Who purchases the lumber sold by the mills? 
In 1975 48% of the Company’s lumber shipments 


were sold to domestic customers including whole- 
salers, large developers and industrial accounts on a 


direct basis. In addition 12% of the shipments were 
sold to U.S. export customers and 40% to the 
Company’s own stores. In more normal years the 
export market usually accounts for a higher proportion 
of the mills’ total sales. 


What are the most important factors in operating 
a profitable lumber mill? 


The principal factors are having log sizes that enable 
the mill to produce the optimum lengths and widths, 
having qualified supervisory personnel and a stable 
labour force, having up-to-date mill machinery 
capable of minimizing production down time, and 
having a knowledgeable sales department. The 
ultimate profitability of any lumber mill, however, is 
dependent upon the level of lumber prices which is 
determined by worldwide and, in particular, American 
demand for lumber. 


What is likely to be the most significant long term 
problem facing the Canadian lumber manufacturing 
industry? 

It is clear that the greatest problem for the Canadian 
industry is the fact that labour costs and productivity 
are getting significantly out of line with American 
lumber manufacturers. Consequently, Canadian 
lumber producers already require a higher level of 
lumber prices than their American counterparts in 
order to obtain a worthwhile return on investment. 


How does Revelstoke’s Lumber Division relate to the 
Company's retail business? 


Historically, Revelstoke’s stores have purchased any- 
where from 35% to 50% of their lumber requirements 
from the Company’s own mills. Consequently, the 
mills offer the stores an assured supply of lumber 
which in certain years can be extremely difficult to 
obtain. In purchasing lumber from our mills, the 
stores also eliminate the sales commission which is 
paid to lumber wholesalers. 


What is the outlook for lumber prices in 1976? 


Starting in late November of 1975, lumber prices 
began to move upwards until the beginning of March 
of this year. While there has been some softness in 
the market during March, we anticipate that lumber 


prices will remain at their current levels for the 
second quarter and will move even higher in the latter 
half of the year. In 1975 American housing starts, 
still the most significant determinant of Canadian 
lumber prices, were at their lowest level since 1946. 
Most economists are estimating that U.S. housing 
starts will recover to at least 1,500,000 starts in 1976. 
Overseas demand should also recover to a certain 
extent and the Canadian housing industry should 
continue to be reasonably active. 


Will Revelstoke’s lumber mills be able to generate 
a profit in 1976? 


For the first time in three years, the Lumber Division 
has a reasonable opportunity at least to break even, 
as the production facilities of all four mills are fully 
operative and lumber prices are at higher levels than 
last year. 
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INFORMATION ON OUR MARKETS 


POPULATION AND HOUSEHOLDS 


WESTERN CANADA 
POPULATION HOUSEHOLDS 
Population Percentage Percentage Households Percentage Percentage 
(000) Increase Canada (000) Increase Canada 

1975 6,174 anaes 27.0 1,836 +3.0 27.7 
1974 6,039 ee 26.9 1,782 +0.7 27.9 
1973 5,911 +1.6 26.7 1,770 +3.4 28.2 
1972 5,817 +1.6 26.6 1,711 +0.9 28.0 
1971 5,727 +1.3 26.6 1,697 +7.3 28.0 
1970 5,654 = 26.5 1,582 — 28.3 
NOTE: 


1. Population reported at July 1 of each year, except for 1971 which is derived from 
census data dated June 30, 1971. 


2. Number of households reported at April 1 for 1970 and 1972, at June 30 for the 1971 
census, and at June 1 for the remaining years. 


SOURCE: 


Statistics Canada, Quarterly Population Estimates; The Financial Post Survey of Markets. 


HOUSING PERMITS AND STARTS 
[2 WESTERN CANADA 


HOUSING PERMITS ISSUED HOUSING STARTS 


Total Percentage Percentage Total Percentage Percentage 

Units Change Canada Units Change Canada 
1975 81,333 + 28.6 33,9 77,209 15.5 33.4 
1974 63,222 = 18.2 31.8 66,864 —12.6 30.1 
1973 77,281 + 8.5 28.5 76,521 + 2.4 28.5 
1972 71,217 + 5.0 29.3 74,733 + 0.1 29.9 
1971 67,798 33.1 29.4 74,632 + 37.6 31.9 
1970 50,949 = 28.5 54,255 — 28.5 


NOTE: 
1. Housing permits issued and housing starts include single family dwellings, multi- 
family dwellings and cottages. Housing permits also include conversions. 


SOURCE: 
Statistics Canada, Building Permits; C.M.H.C., Housing Statistics. 


VALUE OF CONSTRUCTION PERMITS ISSUED 
[3 WESTERN CANADA 


TOTAL CONSTRUCTION RESIDENTIAL CONSTRUCTION 


Percentage Percentage Percentage Percentage 


(000) Change Canada (000) Change Canada 
1975 $3,527,903 + 24.2 33.3 $2,149,499 + 45.0 35.1 
1974 2,841,527 + 18.5 30.6 1,482,477 + 9.0 32.4 
1973 2,397,240 + 30.5 27:9) 1,359,814 + 27.3 28.5 
1972 1,836,788 +12. 28.6 1,068,288 + 14.3 29.6 
1971 1,639,237 + 27.6 28.7 934,915 + 44.5 29.2 
1970 1,284,265 = 27:3 647,162 — 28.0 


NOTE: 

1. Value of total construction permits includes residential, industrial, commercial, 
institutional and government buildings. 

2. Value of residential construction permits includes new residential dwellings of all 
types, cottages, conversions, and alterations and improvements to existing dwellings. 

SOURCE: 

Statistics Canada, Building Permits. 


OUR MARKETS: Revelstoke’s 109 stores, 19 concrete plants 
and four lumber mills are all situated in the four western 
provinces of Canada. In 1975 approximately 55.1% of the 
Company's total sales were generated in Alberta, 20.6% in 
British Columbia, 18.2% in Saskatchewan and 6.1% in 
Manitoba. 

Alberta continued to represent Revelstoke’s most significant 
market and business conditions in that province were 
considerably healthier than in the rest of Canada. Since this 
situation should prevail for the foreseeable future, the 
Company is committed to expanding its already substantial 
market position in Alberta, especially in the retail business 
where Revelstoke has stores in 49 of the province’s 
communities. The economy in British Columbia, the Company's 
second largest market, was Somewhat depressed for most of 
1975 but began to recover towards the end of the year. While 
Saskatchewan continued to benefit from record levels of 
prosperity, Manitoba's economy was partly affected by a 
decline in housing activity in comparison with 1974. 

This section of the Annual Report contains market research 
information describing the Western Canadian market and the 
magnitude of the sales potential for the Company's products. 
In the accompanying Tables, Western Canada refers to British 
Columbia, Alberta, Saskatchewan and Manitoba. 


POPULATION AND HOUSEHOLDS: Table 1 indicates that 
Western Canada currently has a population of 6,174,000 which 
represents an increase of 9.2% over the last five years. In 
analyzing the market potential for home improvement 
products, It is usually even more meaningful to consider the 
total number of households in any market. Since 1970 the 
number of households in Western Canada has increased 
16.1% to 1,800,036 with the greater percentage increase in 
households than population occurring as a result of a decline 
in the number of persons per household. Revelstoke distributed 
promotional fliers to over 720,000 households during its recent 
1976 Annual Spring Sale. 


HOUSING PERMITS AND STARTS: In order to givea 
complete record of housing activity in Western Canada, Table 
2 provides information on both housing permits and housing 
starts. It should be noted that not all houses are built following 
the issue of a permit nor are housing permits necessarily 
required in certain rural areas. Nevertheless the statistics for 
both housing permits and starts demonstrate that Western 
Canada has accounted for a steadily increasing proportion of 
Canada’s total housing activity over the last five years. In 
addition there is traditionally a higher proportion of single 
family houses constructed in Western Canada than in the rest 
of Canada. Single family permits in 1975 represented 57.1% 
of total permits in Western Canada compared with 49.5% for 
all of Canada. 

In 1974 Western Canada’s drop in housing activity was 
definitely not as severe as the rest of Canada and in 1975 
Western Canada’s recovery in housing was much stronger. 
Last year Western Canada accounted for slightly over one- 
third of both housing permits and housing starts in Canada. 
The level of housing activity is obviously important to 
Revelstoke’s Concrete Division and to the professional sales 
of the Retail Division. The higher proportion of single family 
compared with multi-family housing is also significant as 
occupants of single family dwellings generate a much higher 
amount of retail sales than those in multi-family dwellings. In 
addition to supplying builders of all types, the Company's 
Retail Division also markets manufactured houses in rural areas 
of the three prairie provinces. 


VALUE OF CONSTRUCTION: Table 3 illustrates that the 
value of both total construction and residential construction 
has exhibited a steady and high rate of growth in Western 


DISPOSABLE INCOME 
[4] WESTERN CANADA 


TOTAL DISPOSABLE INCOME HOUSEHOLD DISPOSABLE INCOME 


Comparison 

Percentage Percentage AveragePer Percentage To Canadian 
( 000,000) Change Canada Household Change Average 
1975 $18,400 +12.7 28.3 $10,022 + 9.4 + $200 
1974 16,331 + 19.7 27.8 9,164 + 18.9 = 10) 
1973 13,647 + 23.3 26.7 7,710 + 19:3 a 423) 
1972 11,065 + 10.3 oul 6,465 + 9.3 = 73} 
1971 10,034 + 12.6 25.3 5,914 i eo) —1,014 
1970 8,911 _ 24.2 5,633 — = ks) 


NOTE: 
1. Disposable income represents personal income less taxes, other current transfers 
to governments, and total personal savings. 


2. Household disposable income is derived by dividing total personal income by 
total households (Table 1). 


3. 1975 disposable income is projected from the quarterly estimates of Statistics 
Canada. 


SOURCE: 
Statistics Canada, Canadian Statistical Review; The Financial Post Survey of Markets. 


TOTAL RETAIL SALES AND ESTIMATED RETAIL 
SALES OF “HOME IMPROVEMENT” MERCHANDISE 


[5| WESTERN CANADA 
ESTIMATED RETAIL SALES 
TOTAL RETAIL SALES “HOME IMPROVEMENT’ MERCHANDISE 
Percentage Percentage Percentage Percentage 
( 000,000) Change Canada ( 000,000) Change Canada 
1975 $14,683.4 + 12.5 29.1 $828.0 + 12.7 28.3 
1974 13,055.4 +19.3 2203) 734.9 rl Soa 27.8 
1973 10,947.6 + 14.3 28.6 614.1. +23.3 26.7 
1972 9,574.0 + 14.7 28.1 497.9 + 10.3 25.1 
1971 8,346.2 + 10.3 27.5 481.5 + 12.6 25.3 
1970 7,568.6 = 27.2 - 401.0 = 24.2 
NOTE: 


1. Retail sales for 1970 and 1971 include Yukon and The Northwest Territories. 
2. 1975 retail sales are preliminary estimates by Statistics Canada. 


3. “Home improvement’ merchandise includes lumber, building materials, hardware, 
tools, paint, wallpaper, carpet, electrical and plumbing supplies. 


4. The retail sales of home improvement merchandise are estimated to represent 4.5% 
of total disposable income, based on information contained in publications of 
Statistics Canada. No allowance was made for the possibility that the percentage of 
household income spent on these products may be increasing. The estimated retail 
sales do not include sales to professional customers and builders. 


SOURCE: Statistics Canada, Retail Trade; Western Realesearch Corporation. 


[6 |estimaTeD 1975 TOTAL SALES IN CANADA 
BUILDING PRODUCTS / HOME IMPROVEMENT 
MERCHANDISE 
LUMBER AND BUILDING MATERIAL STORES $2,754,000,000 


HARDWARE STORES 554,000,000 
DEPARTMENT STORES 250,000,000 
OTHER STORES 465,000,000 

$4,023,000,000 
NOTE: = 


1. Sales of lumber and building material stores include sales to professional customers, 
builders, industrial and institutional accounts. 


2. Sales of hardware, department and other stores only include sales to retail customers. 


3. Sales of hardware stores only include home improvement type merchandise and exclude 
sales of appliances, giftware, housewares and sporting goods. 


4. Sales of department stores only include hardware, paint, wallpaper, building materials, 
plumbing and electrical supplies. 


5. Sales of other stores include specialty retailers of plumbing, heating, electrical, paint, 
wallpaper and carpet products. 


SOURCE: Statistics Canada; Revelstoke Companies Ltd. 


Canada over the last five years. Last year Western Canada 
accounted for 33.3% of the value of all construction permits 
issued in Canada and 35.1% of the value of all residential 
permits. The value of total construction is an excellent indica- 
tor of the demand experienced by Revelstoke’s Concrete 
Division and to a lesser extent the Retail Division. 


DISPOSABLE INCOME: The total amount of disposable 
income available in any market is highly relevant to gauging 
the sales potential for a retailer. Disposable income represents 
personal income less taxes, other transfers to governments 
and personal savings. As Table 4 outlines, the total amount 

of disposable income has grown substantially in Western 
Canada even allowing for inflation with the four western 
provinces accounting for a steadily increasing proportion of 
Canada’s total disposable income. Since 1970 the average 
disposable income per household in Western Canada has risen 
77.9% with inflation playing a major role in this increase. In 
1975 Western Canada’s total disposable income was $18.4 
billion with the average per household being $10,022. Last 
year was the first time that this amount exceeded the Canadian 
average. 


RETAIL SALES AND SIZE OF MARKET: Table 5 indicates 
that total retail sales in Western Canada were $14.7 billion in 
1975 which represents an increase of 94.0% above 1970. In 
the last five years Western Canada has accounted for an 
increasing proportion of Canada’s total retail sales. 

All retailers are naturally interested in the total size of the 
market for their type of merchandise. In the case of Revelstoke, 
it is difficult to estimate with a high degree of accuracy the 
total Canadian retail sales of the type of products carried by the 
Company's stores. While Statistics Canada makes certain 
information and studies available, it is necessary to apply an 
element of subjective judgement in determining the total size 
of Revelstoke’s retail market. 

The estimated sales of ‘home improvement’ merchandise 
in Table 5 are based on the premise that Canadians spend 
approximately 4.5% of their total personal income on this type 
of merchandise which includes lumber, building materials, 
hardware, tools, paint, wallpaper, carpet, electrical and 
plumbing supplies. Obviously single family homeowners spend 
a much higher proportion of their disposable income on home 
improvement merchandise than do apartment dwellers. In 
addition homeowners in certain parts of Canada, especially 
rural areas, may be more inclined to spend a higher proportion 
of their disposable income on this type of merchandise than 
homeowners in other parts of Canada. It is assumed in Table 5 
that the percentage of disposable income spent on home 
improvement merchandise has been a constant figure since 
1970. It is possible, however, that the proportion of total 
disposable income spent on these products may be Increasing 
and that the actual figure may be as high as 5.5% in certain 
parts of Canada. 

According to Table 5, the total estimated 1975 retail sales 
of home improvement merchandise in Western Canada 
amounted to $828,000,000, excluding sales to professional 
customers such as builders, industrial and institutional 
accounts. While these figures are subject to certain 
assumptions, the total Canadian market for the type of 
merchandise sold by Revelstoke’s stores nevertheless appears 
to be substantial at approximately $2.9 billion. 

Table 6 contains Revelstoke’s estimate that the total 1975 
sales of building products and home improvement merchandise 
by all categories of Canadian stores amounted to approxi- 
mately $4 billion. As this table illustrates, the industry is highly 
fragmented with many different types of retailers having a 
share of the market. Last year lumber and building materials 
stores accounted for more than two-thirds of the total volume 
in building products and home improvement merchandise, 
including sales to professional customers which probably 
represent about 40% of the total. 
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FIVE YEAR FINANCIAL REVIEW 


Tso 1974 1973 

Total Saless ae eee $93,304,451 $80'343,318  $63,170/831 
Operating EalininGs essa $ 4,701,058 $ 4,842,936 $ 6,386,970 
Minority Interest: 2255 ae mes 40,236 DEVON) 17,081 
INGOMe TaxeStis. ea eee 2,129,849 2,384,540 3,037,743 
Net Earnings ane aster ae $ 2,530,973 S35. 2743591 1 Giese s oo2nI40 
@ash RIOW 4 set ence $ 3,611,187 S$ 3,907,694 <S 5.364260 
Earnings 

Pel Shanes oe mans eee 1225 2 V7 
Cash Flow Per Share........ (leo 2.04 2295 
Dividends Per 

Common shares aa ae .20 20 7 
Shareholders’ Equity........ 22,133,880 20,053,729 18,126,836 
Working Capita ar emer 16,125,795 10,130,895 10,048 005 
LOng hErii Deb tera err emeen 10,410,782 3,991,320 4,913,757 
‘hOtal Assets. aan ee 62,080,918 49,692,146 43,569,418 
Current Assets to 

Cuirenuliab lites eee 1:57 1.41 1:49 
Equity Capital to 

bond Tem.Deb tae =e Zils BAZ C88) 
Common Shares 

Outstanding wes ease ee 1,930,261 1,918,515 1910/0115 
Number of Common 

Shareholders’) 508 se 899 906 760 
Price Range of 

Common Shares - High... . $9.13 $13.13 $12.88 

OW aoc $5.75 S 5.00 S HSS} 


1972 


$42,808,839 
$ 3,000,066 


14,119 


1,444,563 
$ 1,541,384 


227910, 012 


ae) 
1263 


14 
15,501,854 
6,524,107 
3,212,000 
33,558,810 
1.44 

4.83 
1,800,015 
730 


$ 7.88 
$ 4.50 


1971 


$31,866,424 
$ 1,419,945 


763,903 
$ 2,074,069 


<0 
ENS 


.O7 
14,263,382 
7,178,685 
2,227,453 
24,470,987 
1.90 

6.40 
1,800,015 
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Earnings per share are calculated after deducting preferred dividends and are based on the weighted 
average number of shares outstanding during the year. 


GENERAL COMPANY INFORMATION 


OFFICERS 


GERALD A. BERKHOLD 


Vice President Operations. 
Joined Revelstoke in that 
position in 1972 after being 
with Triarch Corporation 
Limited and The Canadian 
Imperial Bank of Commerce. 
Received B. Comm. from the 
University of Alberta in 1960. 
Age 37. 


KEITH A. C. MCDOWELL 


Vice President and Secretary 
Treasurer. Joined Revelstoke 
in 1955, appointed Secretary 

Treasurer in 1961 and Vice 


President in 1968. C.A. Age 48. 


HEAD OFFICE 


Revelstoke Companies Ltd. 
Box 2501 

508 - 24 Avenue S.W. 
Calgary, Alberta T2P 2N2 


STEELE CURRY 


President. Joined Revelstoke 
in that position in 1971 after 
being with Triarch Corporation 
Limited, The T. Eaton Company 
and Development Research 
Associates. Received M.B.A. 
from Harvard University in 
1964, B.A. from Stanford 
University in 1962. Age 35. 
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GORDON D. ROBERTS 


Vice President Administration. 
Responsible for accounting, 
data processing, general 
administration and manage- 
ment information systems. 
Joined Revelstoke in 1975 
after being with IBM Canada 
Limited. Received B. Comm. 
from the University of Alberta 
in 1960. Age 38. 


JOHN B. HALL 


Vice President Lumber 
Trading. Responsible for 
selling lumber produced by 
the Lumber Division and pur- 
chasing lumber required by 
the Retail Division. Joined 
Revelstoke in 1938, appointed 
Vice President in 1960. Age 60. 


VICTOR R. ROSKEY 


Vice President Merchan- 
dising. Responsible for 
advertising, new store 
development, purchasing and 
other merchandising func- 
tions in the Retail Division. 
Joined Revelstoke in 1948, 
appointed Vice President in 
1974. Age 44. 


PARENT COMPANY INCORPORATION 
Province of Alberta, Canada 
TRANSFER AGENTS AND REGISTRARS 


Common Shares 
Montreal Trust Company 


BOARD OF 
DIRECTORS 


Gerald A. Berkhold 
Vice President of the 
Company 

Calgary, Alberta 


Arthur J. E. Child 
President 

Burns Foods Limited 
Calgary, Alberta 


Steele Curry 
President of the 
Company 
Calgary, Alberta 


Neil B. Ivory 
President 
Pembroke Management 
Ltd. 

Montreal, Quebec 


Gordon L. Leonard 
General Manager 
Citicorp Venture 
Capital Canada Ltd. 
Oakville, Ontario 


John E. Sands, C.A. 
Vice President 
Trucena Investments 
Limited 

Toronto, Ontario 
John L. Schlosser 
President 

Tri-Jay Investments 
Ltd. 

Edmonton, Alberta 
Brett F. Sine 
Chairman of the 
Board of the Company 
Calgary, Alberta 
Arthur J. Vincent 
President 

Smith, Vincent & Co. 
Ltd. 

Winnipeg, Manitoba 


ECCOTT BUILDING 
SUPPLIES LTD. 


James E. Eccott 
President 


Phone (403) 266-6071 
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